
Initial Statement of Reasons 
Withholding Funds – Noncompliance with Special Education Mandates 

 
 

Sections 3088.1 and 3088.2 
 
SPECIFIC PURPOSE OF THE REGULATION. 
 
The proposed regulation will establish procedures consistent with Federal and State law that 
enable the Superintendent of Public Instruction to withhold funds from a local education agency 
when noncompliance with special education mandates has been determined.  The regulation also 
establishes that the superintendent shall continue funding when it is determined that a 
noncompliant local education agency has made substantial progress toward compliance with 
special education mandates. 
 
NECESSITY/RATIONALE 
 
Proposed regulation Sections 3088.1 and 3088.2 establish specific timelines and notice 
requirements for  conducting a hearing which are prerequisites in both Federal and State law 
prior to withholding funds for noncompliance.  
 
The U.S. Department of Education, Office of Special Education Programs (OSEP) expects state 
education agencies to monitor and hold local education agencies (LEAs) accountable for 
compliance with the provision of the Individuals with Disabilities Education Act by developing 
and implementing policies, procedures and regulations to enforce Federal special education laws 
and regulations under 20 USC 1413 and 34 CFR 300.197.  Similar state mandates exist pursuant 
to California Education Code section 56845.   Imposing special conditions and withholding 
funds are implemented when other documented interventions have been attempted, but failed to 
achieve the desired outcome to bring the local education agency into compliance and the agency 
has been given an opportunity for a hearing.  
 
Failure of the California Department of Education (CDE) to adequately enforce compliance in 
the past has resulted in the imposition by OSEP of special conditions against California’s Federal 
special education grant.  Through the development and implementation of the Quality Assurance 
Process, which incorporates monitoring reviews, procedural safeguard referrals and complaint 
management, the special conditions imposed against CDE have been removed by OSEP with the 
understanding that the Special Education Division will monitor and enforce Federal and State 
laws to assure local education agency compliance .   
 
TECHNICAL, THEORETICAL, AND/OR EMPIRICAL STUDY, REPORTS, OR 
DOCUMENTS. 
 
The lack of a continuum of enforcement procedures to include withholding of funds from 
noncompliant local education agencies will result in increased legal costs from litigation against 
the state brought by advocates and parents representing students with disabilities. 
 



REASONABLE ALTERNATIVES TO THE REGULATION AND THE AGENCY’S 
REASONS FOR REJECTING THOSE ALTERNATIVES. 
 
No other alternatives to establishing regulations for conducting a hearing prior to withholding 
funds from noncompliant local education agencies are available since both Federal and State law 
require a hearing prior to withholding funds. 
 
REASONABLE ALTERNATIVES TO THE PROPOSED REGULATORY ACTION 
THAT WOULD LESSEN ANY ADVERSE IMPACT  
 
No alternatives that would lessen any adverse impact have been identified. 
 
EVIDENCE SUPPORTING FINDING OF NO SIGNIFICANT ADVERSE ECONOMIC 
IMPACT  
 
The CDE imposed special conditions against four districts in 2002, San Diego Unified, Los 
Angeles Unified, San Francisco Unified and Live Oak School District with the notification that 
the process to withhold funds for non-compliance with Federal and State Law would be initiated 
if immediate corrective actions were not taken within a specific time frame.  Imposing special 
conditions upon these local education agencies along with the threat of withholding funds in 
these four cases brought about the desired outcome of compliance with special education laws 
when other previously tried means of intervention had failed.  The Special Education Division 
was gratified that agreement was reached with these districts without having to resort to 
withholding funds. 
 
As a result of imposing special conditions against these four districts, the number of long term 
noncompliance special education items among all local education agencies has diminished 
substantially. 
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